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July 17,1996

Mr. William F. Caton
Acting Secretary
Federal Communications Co nmission
1919 M Street, N.W.
Washington, D.C. 20554

JUl 18 1996

Re: Implementation of the Local Competition Provisions in
the Telecommunications Act of 1996; CC Docket No. 96-98

Dear Mr. Caton:

Pursuant to §1.1206 of the l\ct (47 C.F.R. § 1.1206), an original and one copy of this letter
are hereby submitted. On July 16, 1996, the above captioned docket was discussed during
a meeting with Robert M. Pepper, Chief, Office of Plans and Policies, and John Shapleigh,
Executive Vice President of Brooks Fiber Properties. The attached handouts were used
during the discussion of k'ly issues. Kindly contact the undersigned if you have any
questions in this matter.

Yours truly,

I / ,. ..
• ,',1,1" ,i,! i..- t" I~'" '"' ')/' J.' / . ~ - t_i.J, .', 'd'/ ...." .

John C. Shapleigh

cc: Regina Keeney
Robert M. Peppe

Attachments

Bwoks FibE'f Properties. Inc.
42'; Woods Mill Road South! Suitt' \1 1('1
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nya McGrath, a Kohner property
mtnager at University Plaza apart·

ents, with materIals she will use to
sell tenants on Southwestern Bell
service.

~.~u on page 30A
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',c/01crs
: 'llt.e peiijj:e~ trum heaven, stlld Jon

p\ 7 preSlClent ~nd owner of Clayton
,cd Kohner Properties Inc His apart-

co:npal1: \Vas one of the first in the
t:rea to strike a deal with Southwestern
Bell's SmartMoves program, Several oth­
ers have followed suit.

"My sense is that it's going to be a ser­
vice for our customers," Pyzyk said,
"Whelj you have to sign,up for telephone
servic~ it's like, 'Just get it over with.'''

Pyzyk estimated his apartment compa­
ny's recent four-year agreement with
Southwestern Bell willbring~
ad,9.Lt' enue to Kohner rap .
.- Southwestern Bell executives launched

the program as a pre-emptive strike against
their competition. They realize the

L'nder t: five-~tate initiative called
SmartMoves, Southwestern Bell is paying
.1p::r (men: ()wncrs and managers commis­
.")i:' \0 Kt ;1, tnt company's agents to sign

]e)(iJ! ielwhore "rei cellular service cus-

Southwestern Bell lets apartment
owners' fingers do the walking

By TIM McLAUGHLIN
Southwestern Bell is reaching out and

:ouching St Louis apartment owners and
managers to protect the company's domi­
nance In the local telephone service mar-
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Bell
1;1.:0 [,om pJgc L\

;~'d~ ;'J) jc)nge~ raKe tor gra.nted that
,~C'~?l'C.' 1:1 aixays cali Southwestern Bell

, ,. "d J J A:::: CC2i ~etepnone serVlce, sal 01n .
=-'d:~: I: an account ex~cutive for the Smart­
,: i)i0gi,\ He estimated Southwestern

ije controls at least 98 percent of the local
~.. ::C :l~31ke:

:[mcs'er:: Bell wants to
".:';::,; ::.:.~:I(jr:o::i;;' 'V:l!1 Jpartrnent

._,,:,", .. ~.., .,,", \~;':)T~('~ f' mri\/f'-':::' intn thp.

. _',-~. ,;"j;"'l-JiiUi.C i.J.CJr..Cl, uc:reguldltOIl all8ws
_::-,:;:,;.. cs lL':C AT&T a'ld MCl to purchase
S.~utn"cstem BeU SW/lce lines at wholesale
.l:e: t;l~:l :esc;l them to their customers.

'" .ca: , ,e said David Otto, a
.:.:,ccommunlcatlons analyst for Edward

i,~S \,:"heree\,'e r \lnl.! c:ee 2 clu.ster of
,":~iJl·'::.. :s pretey casy to wire up 1,000

'0:' ~x~lmpl~. has an
:'cu;,;,c Jc' oted to signing
. eieDhonc service n

:"y 01 IJE CapItal,
nas cu l

>'~~i, ,\ iill a: leas: nine apartment complexes
,n one St. LoUIS area, offenng a commission
:~:,c:u:e sim;Ii1~ :0 Sou:ll\vcstcrn Bell's.

'_,.:;)cr said.
=-.ebel saiJ he couldn't disclose how much

SCJu:nwestern Bell has budgeted for the
::cn\lu"c.:s program. "BUi we're not giving

",vay inc farm," he added.
Tonya McGrath, a Kohner propertylman­

.:gcI fOi Universiry Plaza apartments, 607 N,
::JIanG Ave., if! midtown St. Louis, said her
:ommissions should double as a result of
Kolmer's agreement with Southwestern Bell.
'.zohner employees will receive an undis­
~:osed pe~centage of the largesse, with the
:c;;1aining money going to the company,
?yzyk said

As part of the company's existing bonus
structure, Kohner maintenance, janitorial and
other on-site workers will receive a piece of
the commission pie. Kohner currently has
.5 ,000 apartments in its real estate portfolio.

In a time of Increased competition due to
!elecommunications deregulation at the state
and federal level, Southwestern Bell targeted
the apartment industry to tie up customers in
bundles. Leber said the company has plans to
strike similar deals with residential develop­
ers

\Vi,cell '~lceW IWll1ceOWIIU" sdect the color

)f their carner, thev ('811 nick their nhnl1(, ~('r­

, 'CoC lOO, he said.
By the end of this year, the SmartMoves

plan should have nearly 15,000 apartment
units under contract in the St. Louis area,
Leber said.

To date, SmartMoves has signed up sever­
al apartment owners and managers in the St.
Louis area, including Nooney Krombach Co.
and Centerco Properties. The program also is
under way ill Kansas, Oklahoma, Texas and
Arkansas,

Besides the financw) Incentives involved,
Fyzyk likes the prograrn because of its sim­
plicity. When new and existing apartment ten~
ants want local telephone or cellular service,
they can till out a form provided by a Kohn­
er leasing agent or property manager. The
information is then faxed to a Southwestern
Bell office, where a service order will be
placed without the necessity of a telephone
call. Apartment agents also will hawk addi­
tional calling features like caller ID and cel­
lular phone packages, for example.

According to the SmartMoves commission
structure, a Kohner leasing agent will receive
$5 for signing up a tenant for local telephone
service. A property manager like McGrath
will receive a $2 commission, even though
she doesn't have to do any paperwork.

Signing up tenants for cellular service, for
example, is even more lucrative. Kohner leas­
Il1g agents wili receive a $20 commission per
customer, with the property manager collect­
ing a $10 commission.

McGrath said she figures to do well at Uni­
versity Plaza because a lot of her tenants are
St. Louis University students, creating a high
turnover rate for the property.

The 1995 Jl1nual report of snc COl11rl1u­

lllcations Inc., the holding companv r(l'
.)()utnwestern bell, detaIls the threats to ItS
turf by local service providers: "Some of
these providers have built fiber optic 'rings'
throughout large metropolitan areas to

provide transport services (generally high­
speed data) for large business customers and
interexchange carriers."

"Southwestern Bell will do very well in
Individual choosing because of its brand
name," Otto said. "But the problem comes
when a cable company, for example, offers an
apartment owner money. This is already hap­
pening in Texas... These are the seeds of com­
petition that we see. It's not just AT&T that
can knock on your door, but pretty l11uch any­
body."
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In taking these steps however, the Commission must not foreclose the ~bility or

CLEes to obtain "bill and keep" mutual compensation arrangements. Such

arrangements are specifical y provided for in Section 252(d)(2)(B)(i) 01 the' 996 Act,

and must be made availablf l to CLEes at their option.

--7-7 VIII. THE COMMISSION SHOULD ORDER A "FRESH LOOK" PERIOD FOR THE
PROVISION OF NEW COMPETITIVE SERVICES MADE AVAILABLE BY THE
1996 ACT

[NOT SPECfFICALLV ACORESSEO IN NPRMl

The 1996 Act allows CLEes to offer competitive services in markets that

previously were closed to flem. Full competitive entry ;s not yet available, however,

and 'will not be for a numbnr of months, until the local competition provisions of the

1996 Act are implemented Recently. however, in anticipatIon of this Gaming

competition, the ILECs hale been aggressively offering Inducements to their local

service customers to sign ong·term contracts In GO doing, the ILEGs are attempting to

lock up the local services narka!, and to foreclose competitive entry for years.

This sltuatio , is identical to tho 'LEes' response to the Commission's

mandatory cenlral office { allocation rules. In that case, the Commission found that

"[tJhe existence of c:artain long-term special access arrangements with excessive

termination liabilities pre\ ants customers from obtaining the benefits of greater access



Comntenu or leI
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to competition for a signifk~ant period, ~ and so instituted a "tresh look" period .11. Under

the Commission's fresh lOJk policy, customers that signed long-term contracts with

IU~Cs before competitive iervice alternatives WSfe available were given a ohance to

terminate the contracts wH" minimal liability tor a period of six months after collocatlon-

based competition becamo available.

Precisely the sama ralief is warranted In the instant casa. Like central

office collocation, the local competition requirements of the 1996 Act allow CLECs to

provide competitive local s;arvices for the first time. Because ILEe local service

customers that have signo'i long-term contracts did not have competitive alternatives

available to them, they shculd be granted a similar fresh look opportunity far six manths

atter a GLEe is first able tc provide local service through the interconnection

arrangements mandated b I the 1996 Act

IX. CONCLUSION

For the reaS01S discussed above, lei urges [he Commission to adopt

spedfic rules governing collocation and interconnection and the unbundling and pricing

of ILEG netwarl< elementg. The establishment af ~uch rules is eS8antiai ta ..e.rovide

uniformity and regulatory cnrtainty to competitIve carriers that are increasingly operating

11 Expanded Interconn Jcrion With Local Telephone Company Fad/fries. 8 FCC Red
7341 . para 12 (1993

18-
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FEDERAL COMMUNICATIONS COMMISSION

WashIngton, D.C. 20554

In the Matter of

Implementation of the Local
Competition Provisions In the
Telecommunications Act of 1996

)
)
) CC Docket No. 96~98
)
)

INTEAMEDIA COMMUNICATIONS. INC.
COMMENTS CONCERNING THE INTERCONNECTION AND SERVICE

UNBUNDUNG PROVISIONS OF THE TELECOMMUNICATIONS ACT OF 1996

Jonathan E. Canis
Reed Smith Shaw & McClay
130' K Street, N.W.
SYite , '00 Eaat Tower
Wallhington, DC 20005
Telephone: (202) 414·9200

Counsel tor

INTERMEOIA COMMUNICATIONS, INC.

May 16, 1996

,),~ .. ,~.::J':J\,_tC""JI~
,._~." ~ <\fJflO_'

'; ~, ) 1



BUSINESS
rIlE GRAND R:\PIl P!{ESS

SUNDAY, JULY 7, 19%

SLOWMIJIlON IJNE
,Or'!: leer, J r~

II',' rnIJ"

",,',1

11 il.H! T

. "tlt'th,ilnr
H',.'H'CI

l1

1.:1t'~\' :ld'.I~,'d \"'p":ll('(\
... ~i I,d \ I'll' II! (' (

',\.!\ d i~)I:(h

h,lT I j., I 11"" t)<'(\~t

., 1d '.

\11'1'1\'" ,

: 1,"

i ,'j

~'"

,'ll'l<

"". ,I'

\11' III,'
il,I.I'

1,IT

,.,}n~,ll:\W\" "','Ill
t,.,"t'! tl~ I '·k'p!JUllt' ,'orr

\ :\\\'"',

,,-I budd d, "·;.hl\
J ! " ( L': :)1' t ,I I ~ ,

" , ~ I \ 1 1';0 I I '> II ,I \ "

, ' I ,I I I r~ ,I :!' r ,'\,' I ' ( j r 11 .



PHONES The sense ofurgenLyn localphone service is not universal
kON I INlJ[D FROM FJ

want {Q purchase local phone ser·
vices at wholesale prices from
Amentech so they can re.package
1he service with their more com·
prehensjvc telephone service.

Desplle the allegations of foot·
dragging, Ameritech has a power·
ful incentive to cooperate with
these competitors,

New ",ate and federal telecom­
munications laws. signed earlier
this year, allow Regional Bell
Operating Companies (RBOCs)
like Amentech to enter the lucra·
tive inter·LATA market if they are
willing to share their monopolies
with competitors and can demon­
strate that.

However, the two sides are
arguing over the timing,

Amerltech's position
Ameritech offiCials say they

don't want to give up their monop­
otie, until they can enter the long·
distance business Otherwise. they
argue, Ihey will surely lose their
share of the market to the com­
petItor, who use their local ser­
vices 10 sell complele "one,stop
~er\'ln's "

'Those long·distance carriers
who Me much larger than us ­

Ihey want at least a four-year
head-slart on competing with us
,n our business before we can
,'ompel" against them in their
tlUSlne~s," says Harry Semer·
nan, ""C(' president of corporate
ptarw1r"q:r, for Amf>ritech Michi­
gan

DesplIe the complaints of foot·
dr"ggi nK, Ameritech now claims it
has mt'! " 14·point lest for open·
Ing up lncal competition as estab-

Iished by the new federal' iecom·
munkations act, Semeljiar laYS.

He says Ameritech hope to roll
out its complete service r .ckage
early next year. "We're ,imply
going to b<, very, very tOUt ,com·
petitors.·

Asnail's pace
Meanwhile, Ameritech com·

petitors say they are being bedev·
iled by slow service an slow
responses to their efforts jump
into the local market.

Brooks Fiber. formerly,nown
as City Signal and US dgnal
Corp. III Grand Rapids. ho, sued
Arnerite<:h and won cases '>efore
state regulators since it ,egan
offering local services.

But it's still been slow ;oing.
says Clift, Thus far. Brook: Fiber
has won more than 2,50i. local
customers who use 10.000 I nes. It
still cannot offer local s rvice
throughout the entire rand
Rapids dialing eXChange,

Brooks Fiber hopes to ,egin
offering local service in th Hoi·
land-Zeeland, Dutton anc Hud·
sonville exchange within th next
eight weeks. says company '1'esi·
dent Larry VanderVeen. Th, com·
pany'had originally planneco get
hooked up fn Holland an' Zee·
land by spring.

However. those inter·" ,nec·
lions require cooperation from
Ameritech. a rare comO' ,dity
these days, says Clift. Arne ite<:h
typically needs two weeks otice
to schedule a switch·over 'or a
new Brooks Fiber custom he
says.

When Grand Rapids PI stics
contracted with Brooks Fii er in
early June, its scheduled sitch'

over time was changed three
times by Ameritech, says Dean
Truax, controller of the 215·
employee company,

The switch-over, which had to
be accomplished from two central
switching offices. was handled by
one Ameritech employee who
took 2'/1 hours to get the Job done,
says Truax. "It should have taken
15 minutes: he says.

Ron Meschke, office manager of
Excello Machine Co. Inc., says he
had to run his office from a Car
phone for four hours while they
waited for an Arneritech employee
to complete a switch-over to
Brooks Fiber,

Despite their best efforts to plan
the switch-over carefully.
Meschke says the move created
"kind of a war zone over here.'

Ameritech's Semerjian says
the inter-connection problems
are not part of a deliberate cam·
paign to slow the pace of compe
tition,

"When You're in the midst of a
change as significant as the one
you have with Brooks. there are
bound to be situations where one
party or the other has problems ­
he says.

Dall1 'or accOlS
Other competitors have com·

plained to the Michigan Public
Sel"ice Commission,

Ten days ago. the PSC ruled
Arnerite<:h must provide "Dial I'
access for those competitors
who want to sell intra-LATA ser
vices.

Competitors such as AT&T
and MCI currently can sell
"short·haul" long distance calls
But in most areas, callers are

required to enter five·digit
aCcess codes before the calls can
be billed to those competitors.
With "Dial I parity: customers
can use those earners simply by
dialing "I" before making the
call,

Richard McClellan, a Lansing
iobbyist who heads the Michigan
Comjl!'titive Telecommunications
PrOVIders Association. says "short
haul" is a $700 million chunk of
business Amerite<:h is loath to give
up.

As required by the new state
law. Ameritech had opened up 10
percent of Its Michigan market to
"Dial I parity" in January, But
Arneritech has refused to follow a
PSC timetable for "Dial I parity"
in at least 50 percent of its market
by May I.

The PSC backed the competi­
tors. ruling that Arneritech must
open 99 percent of its territory to
"Dial I parity' by December.
Ameritech officials say they prob­
ably will .appeal the ruling or ask
for are-hearing.

McLogan to negotiate
Another set of regulatory knots

have been created among com·
petltors who want to re·sell
Arneritech's local service as part
of a comprehensive telephone
package.

The PSC recently appointed for­
mer Public Service Commissioner
Matt McLogan. of Grand Rapids.
to mediate the stalled negotiations
between Ameritech and AT&T
and MCI. A PSC spokeswoman
said the companies involved in
negotiations will pay for his ser·
vices.

AT&T spokesman Oriano Pago

nucci says AT&T requires a 25
percent to 30 percent reduction
from Ameritech's retail price if it
expects to compete as a re·seller
of local phone services,

However. other issues also
enter the debate. One bif issue is
"number portability. which
allows CU510mers to keep their
phone numbers regardless of what
company they use.

Other.lssues such as billing,
operator assistance and "call
branding", also playa role in the
complex talks. Pagnucci says,

PSC Chairman John Strand said
the three-member board chose
McLogan to meciate the dispute to
get competition underway more
quickly,

Pulling back
Meanwhile, another would·be

(:ompetitor. Lei International,
announced Tuesday it was with­
drawing from fonnal negotiations
With local carriers such as
Ameritech, GTE and Cincinnati
Bell.

LCI, which attained a lar~e

share of Grand Rapids' long diS'
tance market when it acquired
Grand Rapids·based Teledial
America, has been licensed to
provide local service in the
Grand Rapids area since iate
April,

..CI will walt until new federal
rt:"glJlations are published in
August before it renews its negoli­
l'lms with Ameritech. said Doug
\-\ll1~',oph, LeI's director of regula·
'j

though Lei could have
jLl 1ed (or arbitration With
,·\n,,'ritcrh and other regional
Il"l '. Kmkoph says several of the
"'I'.I',)nlll Bells have refused to
l"/;<I:late at all as the dr!H:ratlOl1
\' d': Lnl~ loomed

>.t~ didn't have anythIng [0
.HI~,'· he S;\lIj

\'elrkamp. VICt' pre<:ddenr
lZapii..:':> offices, says a

1(1'[1'1(' was no guarantee hIS

would h~ able tD go Into
(i'lcph\l!H: ]U"lfV'\S a!l)'


